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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

I n  t h e  Matter of: 

AN EXAMINATION BY THE PUBLIC 1 
SERVICE COMMISSION OF THE 1 
APPLICATION OF THE FUEL ADJUST- ) 
HENT CLAUSE OF KENTUCKY POWER ) CASE NO. 9732-A 
COMPANY FROM 1 
NOVEMBER 1, 1986, 1 
TO APRIL 30, 1987 ) 

O R D E R  

Pursuant  to  807 KAR 5:056,  Section l(ll), on May 28, 1987, W e  

ordered Kentucky P o w e r  Company ("Kentucky Power") to provide a 

record of s c h e d u l e d ,  a c t u a l  and f o r c e d  o u t a g e s ,  and a c a l c u l z t i o n  

of over- or under-recovery  of f u e l  costs  for t h e  6-month p e r i o d  

under r e v i e w ,  

Kentucky P o w e r  prov ided  t h e  d a t a  r e q u e s t e d  and f i l e d  its 

monthly fuel adjustment  computat ions  for t h e  6-month period under  

review. A hearing was held on J u l y  2 3 ,  1 9 8 7 .  

The sole intervenor was t h e  Utility and R a t e  I n t e r v e n t i o n  

D i v i s i o n  of t h e  At torney  G e n e r a l ' s  Office ( " A G " ) .  The AG did not 

offer t e s t i m o n y  and d i d  n o t  c h a l l e n g e  t h e  l e v e l  of a c t u a l  f u e l  

cost i n c l u d e d  i n  Kentucky P o w e r ' s  monthly f u e l  filings. 

On A p r i l  1 4 ,  1987 ,  t h e  Commission f i x e d  Kentucky Power's  b a s e  

f u e l  cost at 17 .40  mills per KWH. A r e v i e w  of Kentucky P o w e r ' s  

computat ions  shows that the f u e l  cost incurred  for t h e  6-month 

period under review ranged E r o m  a low of 15.42 m i l l s  i n  March 1987 



. 
t o  a h i g h  of 16.32 m i l l s  i n  November 1986 w i t h  a 6-month average 

of 15.85 mills. The record i n  t h i s  case, t h e  coal m a r k e t  

conditions during this period a n d  t h e  d a t a  f i l e d  i n  s u p p o r t  of t h e  

fuel adjustment clause rates indicate that t h e  actual f u e l  Costs 

i n c l u d e d  in the m o n t h l y  f u e l  ad jus tmen t  c l a u s e  f i l i n g  were 

r e a s o n a b l e .  

Commencing in December 1 9 8 4  and c o n t i n u i n g  throughout the 

period u n d e r  review,  K e n t u c k y  Power  i n c l u d e d  i n  its fuel 

a d j u s t m e n t  clause t h e  fuel cost associated w i t h  its p u r c h a s e  of 

Rockport u n i t  power. S i n c e  t h e  Commiss ion  had  p r e v i o u s l y  d e n i e d  

K e n t u c k y  Power ' s  r e q u e s t  t o  c h a r g e  i ts customers for the purchase 

of R o c k p o r t  unit power,' K e n t u c k y  Power's charges for  R o c k p o r t  

f u e l  appeared to be i n  v i o l a t i o n  of a Commission Order. Due to 

the complexity of t h e  factual and l e g a l  i s s u e s  p r e s e n t e d  a n d  t h e i r  

d i s s i m i l a r i t y  t o  those n o r m a l l y  r e v i e w e d  in t h e  s e m i - a n n u a l  f u e l  

clause proceedings, the Commiss ion  i n i t i a t e d  Case N o .  9 3 2 5 ,  "An 

I n v e s t i g a t i o n  of t h e  Purchased Power C o s t s  of K e n t u c k y  Power 

Company " T h a t  proceeding was c o n c l u d e d  b y  an Order d a t e d  

October 3 1 ,  1 9 8 5 ,  wherein Kentucky Power was ordered t o  cease 

c h a r g i n g  i ts  customers for Rockport € u e l  i n  excess of t h e  cost of 

fuel for AEP pool power  a n d  to r e f u n d  such excess c o l l e c t i o n s  

since December 1984. Kentucky Power f i l e d  an a c t i o n  i n  t h e  U. S. 

District  C o u r t ,  E a s t e r n  D i s t r i c t ,  i n  Frankfort, K e n t u c k y ,  seeking 

Order dated  D e c e m b e r  4 ,  1 9 8 4 ,  in Case No. 9061, "General  
A d j u s t m e n t  i n  Electric Rates of K e n t u c k y  Power Company." 
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a s t a y  of t h e  C o m m i s s i o n ' s  O r d e r  I n  Case No. 9325, w h i c h  was 

gran ted  o n  December 13, 1 9 8 5 .  I t  s h o u l d  be n o t e d ,  h o w e v e r ,  t h a t  

i f  t h e  c o u r t s  u l t i m a t e l y  f i n d  in f a v o r  of t h e  Commiss ion ,  t h e  

excess collections s i n c e  D e c e m b e r  1984 w i l l  h a v e  to be r e f u n d e d .  

T h e  Commiss ion ,  h a v i n g  considered t h e  evidence of record and 

b e i n g  a d v i s e d ,  is of t h e  o p i n i o n  a n d  f i n d s  t h a t :  

1. Kentucky Power  h a s  complied i n  a l l  mater ia l  r e s p e c t s  

w i t h  t h e  p r o v i s i o n s  of 8 0 7  KAR 5 : 0 5 6 .  

I T  I S  THEREFORE ORDERED t h a t  t h e  c h a r g e s  a n d  c red i t s  b i l l e d  

by K e n t u c k y  Power t h r o u g h  t h e  f u e l  a d j u s t m e n t  clause for t h e  

p e r i o d  November 1, 1 9 8 6 ,  t h r o u g h  A p r i l  30, 1987, be and t h e y  

h e r e b y  are a p p r o v e d  as m o d i f i e d  i n  Case No. 9325 .  

Done a t  F r a n k f o r t ,  K e n t u c k y ,  t h i s  3rd day of Sept&er, 1987. 

P U B L I C  SERVICE COM#ISSION 

ATTEST: 

Executive Director 


